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The Revenue Act of 1950 


By W. H. DAVIDSON 
(New York Office) 


This article is a brief digest of the more important income and estate 
tax provisions of the Revenue Act of 1950, enacted September 23, 1950. 


Corporation Tax Rates 


CALENDAR YEAR 1950 


For the calendar year 1950 the corporate income tax will be computed 
as follows: 


Normal Tax 


Net INCOME, as defined in the statute (gross income, less 
| ne rr 


Less, Interest on partially exempt federal securities. . 


PUNE TRUM  cciaicicidcenvaancweeeutecaiew saci ..o«-—«—=ss=s—s=«s cece nctaate 


Less: 
Dividends received credit, 85 per cent of domestic 
dividends received, excluding dividends re- 
ceived on public utility preferred stocks, but 
not in excess of 85 per cent of adjusted net 
income computed before net operating loss 
GIIII Go catctn to curacrcateterdaresttaeie.  _.o eitonnaecs 


57 per cent of dividends received on preferred 
GREE Ol UN TE iceiscdiivckeesedeee sdae cannes 


In the case of a public utility, 33 per cent of the 
lower of (1) dividends paid on preferred 
stock, or (2) adjusted net income minus divi- 
CE ORNRINUIIIE oc cicccniceaetsensne® 8 Acieeaneden 





In the case of a Western Hemisphere trade cor- 
poration, 33 per cent of its normal-tax net 
TIE FER TN CU icieesoyeaceses dedueniasim s5eeeeseen 


PRUNE TAX THAT TROON... cc ccccccccccieeececceses  Wiprdiresureces 
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The normal tax rate for the 
calendar year 1950 is 23 per cent 
of the normal-tax net income. 


SURTAX 


For the calendar year 1950 the 
surtax net income is the same as 
the normal-tax net income except 
that the deduction for partially 
exempt interest is not allowed. 
The surtax is 19 per cent of the 
surtax net income in excess of 
$25,000, less 1 per cent of the lower 
of (1) the interest on partially 
exempt federal securities, or (2), 
the amount by which the surtax 
net income exceeds $25,000. The 
reason for allowing a reduction in 
surtax on account of partially tax- 
exempt interest is because for the 
calendar year 1950 the normal tax 
rate of 23 per cent is less than the 
24 per cent rate under prior law 
and it was desired to preserve the 
benefits allowed under prior law 
for partially tax-exempt interest. 


TAXABLE YEARS BEGINNING 
AFTER JUNE 30, 1950 


In the case of taxable years 
beginning after June 30, 1950 the 
credit for dividends received on 
public utility preferred stock is 
increased from 57 per cent to 59 
per cent. In the case of public 
utilities the credit for dividends 
paid on preferred stock is reduced 
from 33 per cent to 31 per cent. In 
the case of Western Hemisphere 
trade corporations the credit is 
reduced from 33 per cent to 31 per 





cent. The normal tax rate is 25 
per cent, and the surtax rate is 20 
per cent of the surtax net income in 
excess of $25,000. 


FISCAL YEARS BEGINNING BEFORE 
JuLty 1, 1950 AND ENDING 
AFTER JUNE 30, 1950 


The net income is computed as 
one amount according to the effec- 
tive dates of the various provisions 
of the Code. Normal-tax net in- 
come and surtax net income must 
then be computed in two ways: 
(1) by applying adjustments to net 
income similar to those required 
by prior law, and (2) by applying 
the adjustments required by the 
law applicable to taxable years 
beginning after June 30, 1950. 

Two tentative taxes are then 
computed; first, a tax at prior law 
rates applied to the normal-tax 
net income and surtax net income 
as first computed above; second, a 
tax at the rates applicable to 
taxable years beginning after June 
30, 1950 applied to the normal-tax 
net income and surtax net income 
as computed in the second compu- 
tation above. The total tax is that 
portion of the first tentative tax 
which the number of days in the 
taxable year prior to July 1, 1950 
bears to the total number of days 
in the taxable year plus that por- 
tion of the second tentative tax 
which the number of days in the 
taxable year after June 30, 1950 
bears to the number of days in the 
taxable year. 
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Individual Income Taxes 


Under existing law a tentative 
tax is computed and then the fol- 
lowing reductions based on the 
tentative tax, are made: 


First $600. ................ : 17 ~+Percent 
$400-$100,000........ 12 Do 
Over $100,000........ 9.75 Do 


For the calendar year 1950 the 
reductions from the tentative tax 
will be as follows: 


First $400............ 13 Percent 
$400-$100,000........ 9 Do 
Over $100,000........ baa Do 


The over-all ceiling will be 80 
per cent of the net income. 

For taxable years beginning after 
September 30, 1950, there will be 
no reductions from the tentative 
tax. The over-all ceiling will be 
87 per cent of net income. 

In the case of fiscal years begin- 
ning before October 1, 1950 and 
ending after September 30, 1950, 
the tax is computed partly at the 
rates applicable to the year 1949 
and partly at the rates applicable 
to taxable years beginning after 
September 30, 1950, depending 
upon the number of calendar 
months in the taxable year before 
October 1, 1950 and after Septem- 
ber 30, 1950. 


Miscellaneous Provisions 


INSTALMENT PAYMENT OF 
INCOME TAX 
The new law provides for a speed- 
up in instalment payments of cor- 
porate income taxes, to be accom- 


plished over a five-year period. 
Fiscal years ended prior to De- 
cember 31, 1950 are not affected. 
In the case of the calendar year 
1950, 30 per cent of the tax is 
payable on March 15 and June 15, 
1951, and 20 per cent on September 
15 and December 15. The tax is 
payable in similar proportions for 
later taxable years ending before 
December 31, 1951. There is then 
a gradual speed-up until for taxable 
years ending on or after December 
31, 1954 the tax will be payable in 
two equal instalments, in the two 
quarters following the close of the 
taxable year. 

Effective for taxable years ending 
on or after December 31, 1950, 
trusts (excluding the estates of 
decedents) and nonresident aliens 
will no longer be permitted to pay 
the tax in instalments. 


NET OPERATING LOss DEDUCTIONS 


In lieu of the two-year carry- 
back and two-year carry-forward 
of net operating losses provided by 
existing law, in the case of net 
operating losses incurred in taxable 
years beginning after December 
31, 1949 the losses may be carried 
back only one year, but any excess 
may be carried forward for five 
years. 


EMPLOYEE STOCK OPTIONS 


Because of adverse existing regu- 
lations, of doubtful validity, the 
practice of granting options to 
executives to purchase stock of the 
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employing corporation has prac- 
tically ceased. The new law com- 
mendably makes the granting of 
such options again feasible. To 
secure the full benefits of the new 
law (1) the option price must be 
at least 95 per cent of the fair 
market value of the stock at the 
time the option is granted; (2) the 
option must not be transferable; 
(3) the individual must not own 
stock with more than 10 per cent 
of the voting power of all classes 
of stock of the employee’s corpo- 
ration or its parent or subsidiaries 
at the time the option is granted; 
and (4) the stock acquired must 
not be disposed of within two years 
from the date of the granting of the 
option nor within six months after 
the stock is transferred to the 
individual. 

If the above conditions are satis- 
fied the individual will derive no 
taxable income when the option 
is exercised and any gain from the 
sale of the stock will be capital gain. 

If the option price is 85 per cent 
of the fair market value of the stock 
or more, but less than 95 per cent, 
the difference between the option 
price and the fair market value of 
the stock at the time the option 
is granted or at the time the stock 
was disposed of, whichever is lower, 
is taxable as compensation income 
when the stock is disposed of. The 
balance of any gain is treated as 
capital gain, but in determining 
such capital gain the compensation 
income is added to the cost of the 


stock. The death of the stock- 
holder will be treated as a disposi- 
tion only for the purpose of taxing 
the compensation income at that 
time. 

The corporation will receive no 
deduction at any time. 

The chief problem that will arise 
under the new law will undoubtedly 
be the valuation of the stock of 
closely held corporations. Unless 
advance Treasury approval of 
valuations can be secured in such 
cases, which would pose a serious 
administrative problem, the section 
may be of limited benefit. 

The new provisions apply to 
options granted, modified, ex- 
tended, or renewed after February 
26, 1945 and exercised after De- 
cember 31, 1949. 


AMORTIZATION OF EMERGENCY 
FACILITIES 


The new law permits the amor- 
tization of emergency facilities over 
a 60-month period as in the case of 
facilities acquired during World 
War II, effective for taxable years 
ending after December 31, 1949. 
The construction or acquisition of 
the facilities must be completed 
after December 31, 1949. The 
benefits of this section may be 
considerably restricted because of 
a provision in the new law to the 
effect that there may be amortized 
only so much of the amount of the 
cost of the facility as the certifying 
authority, to be designated by the 
President, certifies as attributable 
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to defense purposes. This provision 
may give statutory authority for 
the practice followed by the War 
Production Board in the latter 
stage of World War II of limiting 
the amortization allowance to a 
percentage of the cost of the facility, 
which practice was of doubtful 
legality under prior law. There is 
no provision in the new law for 
shortening the amortization period 
if the emergency is terminated 
before the end of the 60-month 
period. Gains from the sale or 
exchange of emergency facilities 
will be treated as ordinary income 
to the extent that the amortization 
allowance with respect to such 
facilities exceeded ordinary depre- 
ciation. 


CIRCULATION EXPENDITURES 


The new law specifically author- 
izes the deduction of all expendi- 
tures to establish, maintain, or 
increase the circulation of a news- 
paper, magazine or other periodical, 
other than expenditures for fixed 
assets or for the acquisition of any 
part of the business of another 
publisher. However, under regu- 
lations to be prescribed, taxpayers 
may elect to capitalize the portion 
of such expenditures as is charge- 
able to capital account. 

The amendment is effective for 
taxable years beginning after De- 
cember 31, 1945, with certain 
restrictions in the case of taxable 
years beginning prior to January 
1, 1950. 


DIVIDENDS RECEIVED CREDIT 
FOR DISTRIBUTIONS IN KIND 

In the case of dividends in kind 
received by a corporation after 
August 31, 1950; the 85 per cent 
dividends received credit is limited 
to 85 per cent of the adjusted basis 
of the property in the hands of the 
distributing corporation. There is 
no change in the rule that the 
property is includible in the income 
of the recipient company at its fair 
market value, and that such fair 
market value is the basis for gain 
or loss or depreciation. 


TREATMENT OF GAIN TO SHARE- 
HOLDERS OF COLLAPSIBLE 
CORPORATIONS 

There has developed a practice, 
particularly in the motion picture 
and construction industries, of or- 
ganizing a corporation for a par- 
ticular project and liquidating the 
corporation after the completion 
of the project but before the 
corporation has derived any income, 
the shareholders reporting any gain 
upon the liquidation as capital gain 
and using the fair market value of 
the property at the date of liqui- 
dation as a basis for determining 
subsequent gain or loss or net 
income. To prevent this practice, 
the new law provides that the gain 
from the sale or exchange of stock 
in a collapsible corporation shall be 
treated as ordinary income in the 

case of a stockholder owning 10 

per cent of the corporation’s stock, 

if the gain is more than 70 per cent 
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attributable to property produced 
by the corporation, and the gain 
is realized within three years fol- 
lowing the completion of the manu- 
facture, construction or production 
of the property. 

Ownership of stock under the 10 
per cent rule is similar to but 
slightly more stringent than the 
stock ownership test for personal 
holding companies, as it includes 
stock owned by a partner and by 
a somewhat enlarged classification 
of family members. 

The amendment is applicable to 
taxable years ending after Decem- 
ber 31, 1949 but applies only with 
respect to gain realized after such 
date. 


TREATMENT OF INCOME OF, AND 
GIFTS AND BEQUESTS TO, CER- 
TAIN TAX-EXEMPT ORGANIZA- 
TIONS 

By far the lengthiest and most 
complicated section of the new law 
is designed to eliminate what the 
government considers abuses that 
have developed in connection with 
tax-exempt organizations, princi- 
pally the conduct of active business 
operations in competition with pri- 
vate business. 

Effective for taxable years begin- 
ning after December 31, 1950, cer- 
tain tax-exempt organizations will 
be taxed at regular corporation 
rates on their “unrelated business 
net income.” These include labor, 
agricultural or horticultural organ- 
izations, literary, scientific, religious 


(other than a church, or a con- 
vention or association of churches), 
educational or charitable organiza- 
tions (including hospitals and foun- 
dations), and business and trade 
associations. Tax-exempt trusts will 
be taxable at regular individual 
rates on their “unrelated business 
net income.” 

Unrelated business net income is 
defined as net income from a busi- 
ness regularly carried on, the con- 
duct of which is not substantially 
related to the exercise or perform- 
ance by the organization of its 
charitable, educational, or other 
purpose constituting the basis for 
its exemption, with certain excep- 
tions. The law excludes from the 
definition of unrelated business in- 
come certain types of income, 
among which are dividends, inter- 
est, royalties, rents from real prop- 
erty, and capital gains. Certain 
income from long-term leases is 
included as unrelated business in- 
come where borrowed funds are 
used to finance the purchase of the 
property, commonly referred to as 
lease-backs. There is a_ specific 
exemption of $1,000. 

To overcome the effect of certain 
court decisions the new law pro- 
vides that no organization carrying 
on a business for profit, excepting 
the rental of its real property, shall 
be exempt on the ground that all of 
its profits are payable to exempt 
organizations. This eliminates the 
tax exemption of so-called ‘‘feeder” 
organizations." 
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Under existing law a trust is 
allowed an unlimited deduction for 
amounts paid for charitable pur- 
poses, etc. pursuant to the terms of 
the will or deed creating the trust. 
The new law provides that no de- 
duction will be allowed with respect 
to unrelated business income. The 
new law also provides that the de- 
duction for charitable, etc. con- 
tributions will be limited to 15 
per cent of the net income of the 
trust if the trust after July 1, 1950 
has engaged in certain specified 
“prohibited transactions.’’ These 
transactions generally are trans- 
actions that benefit the creator, 
contributor or family members. 

No deduction will be allowed for 
contributions or bequests made toa 
trust which has lost its right to an 
unlimited deduction for contribu- 
tions because of having prohibited 
transactions. 

The new law also contains re- 
strictions on the unreasonable ac- 
cumulation of income by charitable, 
etc. trusts. 

Similar rules apply to certain 
exempt organizations, primarily of 
the private foundation type. They 
may lose their exemption if they 
engage in prohibited transactions 
and a deduction for contributions 
or bequests to the organization may 
then also be denied. The same 
restrictions also apply with respect 
to unreasonable accumulation of 
income. 

With respect to taxable years 
beginning after December 31, 1949, 


certain organizations for charitable, 
etc. purposes, mainly private foun- 
dations, and trusts claiming deduc- 
tions for charitable, etc. contribu- 
tions must furnish annually con- 
siderable financial data as required 
by regulations, which information 
will be made public. 


SHORT SALES OF CAPITAL ASSETS 


Under existing law it is possible 
to convert actual short-term gains 
into long-term gains, and long-term 
losses into short-term losses through 
the medium of short sales. For 
example, if a taxpayer owns securi- 
ties for less than six months which 
have appreciated in value, instead 
of selling those securities he can 
make a short sale and cover with 
his original shares after they have 
been held six months. 

The new law contains provisions 
to remedy this. situation. As 
explained in the memorandum* 
prepared by the Joint Committee 
staff, the effect of such provisions is 
that when a taxpayer sells “‘sub- 
stantially identical” property and 
then maintains simultaneous “‘long”’ 
and “‘short’’ positions so as to give 
an actual short-term transaction 
the appearance of a long-term 
transaction, gains and losses shall 
be treated for tax purposes as 
short-term gains or losses. On the 





*This excellent 32-page summary of the 
provisions of the 1950 Revenue Act, in con- 
siderably greater detail than this article, 
is available from the Government Printing 
Office. 
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other hand, where securities have 
been held for more than six months, 
and thereafter a short sale is made, 
any loss on the short sale shall be 
treated as a long-term loss, off- 
setting the long-term gain so that 
50 per cent of both will be taken into 
account, and not as a short-term 
loss 100 per cent of which would be 
taken into account. The purchase 
of a “‘put”’ is treated as a short sale. 
The new rules apply even though 
the taxpayer buys and his spouse 
sells or vice versa. The new pro- 
visions apply to taxable years 
beginning after September 23, 1950. 


SALE OF COPYRIGHTS, ETC. 


Effective for taxable years be- 
ginning after September 23, 1950 
there will be taxed as ordinary 
income rather than capital gain 
the gain realized on the sale of a 
copyright, a literary, musical, or 
artistic composition, or similar prop- 
erty, held by a taxpayer whose 
personal efforts created such prop- 
erty. The same rule will apply if 
the property is sold by a person 
receiving such property as a gift. 


AMORTIZATION OF PREMIUM ON 
CONVERTIBLE BONDS 


The new law prohibits the amor- 
tization of any part of the premium 
paid in the purchase of a convertible 
bond to the extent that the pre- 
mium is attributable to the con- 
version features of the bond. The 
amendment applies to taxable years 
beginning after June 15, 1950, and 


also to years beginning before that 
date if the bonds were acquired 
after that date. If the bonds were 
acquired on or before that date, the 
amortization taken in prior taxable 
years on the basis of existing law 
will not be disturbed. 


CAPITAL GAINS OF NONRESIDENT 
ALIEN INDIVIDUALS 


Heretofore, nonresident alien in- 
dividuals not engaged in business 
in the United States were not 
taxable on capital gains even though 
physically present in the United 
States. Effective for taxable years 
beginning after December 31, 1949, 
if the individual is in this country 
for a total of 90 days or more in 
any year he will be taxable on all 
U. S. capital gains for the entire 
year. If less than 90 days he will be 
taxable on the U. S. capital gains 
realized during his presence in this 
country. Special tax rates apply to 
such income, and the new provisions 
do not apply to the extent that they 
are contrary to any treaty. 


PERCENTAGE DEPLETION 


Percentage depletion is computed 
as a percentage of the gross income 
from the property. The new law 
makes it clear that there may be 
included in computing gross income 
from the property, value added as 
the result of transportation of ores 
or minerals to the plants in which 
the ordinary treatment processes 
are normally applied in order to 
obtain commercially marketable 
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products. The amendment is ap- 
plicable to taxable years beginning 
after December 31, 1949. 


ELECTION AS TO RECOGNITION OF 
GAIN IN CERTAIN CORPORATE 
LIQUIDATIONS 


The Code limited the recognition 
of taxable gains to stockholders 
upon the complete liquidation of a 
domestic corporation in any one 
month of the calendar year 1944. 
The new law restores the privilege 
in the case of a liquidation within 
one calendar month of the year 
1951. Where the requirements of 
the section are met, the immediate 
gain of an individual stockholder is 
limited to the amount of his ratable 
share of the corporate earnings and 
profits, plus any money and any 
stock or securities acquired by the 
corporation after August 15, 1950, 
distributed to him. Such gain is 
taxable as a dividend to the extent 
of the earnings or profits; to the 
extent of the money or the securi- 
ties referred to above the gain is a 
capital gain. The balance of the 
gain is not taxable until the stock- 
holder disposes of the property 
received. 


DISCHARGE OF INDEBTEDNESS 


The new law extends to taxable 
years beginning before January l, 
1952 the right of a corporation to 
exclude from taxable income any 
income attributable to the dis- 
charge of indebtedness by electing 
to reduce the tax basis of its assets. 


TREATMENT OF CERTAIN REDEMP- 
TIONS OF STOCK AS DIVIDENDS 
Existing law provides that if a 
corporation redeems its stock and 
the redemption has the effect of a 
dividend, the distribution shall be 
treated as a dividend. The new 
law extends the rule to cases where 
a subsidiary acquires stock from a 
stockholder of the parent company. 
The amendment applies to amounts 
received after August 31, 1950. 


REGULATED INVESTMENT 
COMPANIES 


Effective for taxable years ending 
after September 23, 1950 a regu- 
lated investment company may 
elect to treat as a dividend paid 
within the taxable year any divi- 
dend or portion thereof declared 
after the close of the taxable year 
but prior to the due date of its tax 
return, including extensions. The 
dividend must be paid not later 
than the date of the first regular 
dividend payment made after such 
declaration and in any event within 
the 12-month period after the close 
of the year. The new law does not 
affect the date on which the stock- 
holders are taxable on the dividend. 


TREATMENT OF BOND PREMIUM IN 
CASE OF DEALERS IN TAX- 
EXEMPT SECURITIES 

Under the new law, dealers in 
tax-exempt securities will be re- 
quired to amortize the premium on 
such securities if they are held 

more than 30 days and have a 
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maturity or call date not more than 
5 years from date of acquisition. 
Where the bonds are carried at cost, 
the amortization will reduce the 
basis of the bonds when they are 
disposed of. Where the dealer in- 
ventories securities at market, the 
amortization for any year will re- 
duce the cost of securities sold for 
that year. 

The amendment is applicable to 
taxable years ending after June 30, 
1950, but in the case of a taxable 
year beginning before and ending 
after such date the amendment 
applies only with respect to securi- 
ties acquired after such date. 


REDEMPTION OF STOCK TO PAY 
DEATH TAXES 


In the case of the estate of a de- 
cedent a large part of the assets of 
which consists of the stock of a 
closely held corporation, often the 
only source of funds to pay death 
taxes is the corporation itself. 
However, under existing law if the 
estate should sell part of the stock 
to the corporation the proceeds of 
the sale may under certain circum- 
stances be taxable as a dividend, 
leaving little with which to pay 
death taxes. 

A commendable amendment in 
the new law provides that the stock 
redemption will not be taxable as a 
dividend if the value of the stock 
amounts to more than 50 per cent 
of the value of the net estate of the 
decedent and if the redemption is 
made within a stated period. The 


exemption from tax as a dividend 
applies only to such part of the dis- 
tribution as is not in excess of the 
estate, inheritance, legacy and suc- 
cession taxes, including interest. 

The amendment is applicable 
only to amounts distributed on or 
after September 23, 1950. 


ESTATE TAXES 


Under existing law all transfers of 
property in contemplation of death 
are included in the estate of the 
decedent regardless of when made. 
If the transfers are made within 
two years of the date of death there 
is a rebuttable presumption that 
they were made in contemplation 
of death. 

Under the new law, applicable to 
the estates of decedents dying after 
September 23, 1950, if the transfers 
are made more than three years 
prior to the date of death they can- 
not be held to have been made in 
contemplation of death, regardless 
of the circumstances. This change 
will eliminate a tremendous amount 
of litigation which for the most part 
has not been too fruitful for the 
government. In the case of trans- 
fers made within three years of the 
date of death there will be a 
rebuttable presumption that the 
transfers were made in contempla- 
tion of death. 

Under the new law no deduction 
will be allowed for the support of 
dependents during the settlement 
of the estate, though such deduc- 
tion is permitted under existing law. 
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Social Security Act Amendments of 1950 


By RALPH F. ANTHONY 
(New York Office) 


The Social Security Act Amend- 
ments of 1950 (Public Law 734) is 
the first major revision of the social 
security system since 1939. The 
principal changes made by the 1950 
Act involve the extension of cover- 
age of old-age and survivors’ insur- 
ance to an additional 10,000,000 
persons and the increasing of bene- 
fits under the system. 

The purpose of this article is to 
review briefly those amendments to 
the Social Security Act and the 
related Amendments to the Internal 
Revenue Code which are of general 
interest. 


EXTENSION OF COVERAGE 


Coverage under the Act was ex- 
tended by (1) redefining the term 
“employee,” (2) increasing the 
types of employment subject to 
the Act, and (3) bringing self-em- 
ployed persons (with certain ex- 
ceptions) under the Act. 

The definition of ‘employee’ for 
social security tax purposes was 
modified so as to include, under 
certain conditions, the following 
Classes of independent contractors: 
(1) life insurance salesmen, (2) 
agent or commission-drivers, (3) 
traveling and city salesmen, and 
(4) industrial home workers. Other 
independent contractors, with the 


exception of farmers and certain 
groups of a professional type are 
now covered as self-employed per- 
sons. 

Additional classes of employees 
were brought under the Act for the 
first time by redefining the terms 
“employment” and “‘wages.”” These 
classes include: (1) domestics, (2) 
casual laborers, (3) certain em- 
ployees of religious, charitable and 
other nonprofit tax-exempt organi- 
zations, (4) agricultural workers, 
(5) certain employees of the Federal 
government, and certain employees 
of state and local governments. 


Domestics: Domestic workers in 
a private home who are regularly 
employed and who are paid $50 or 
more in cash during a calendar 
quarter are now included in covered 
employment. An individual is regu- 
larly employed if he performs 
services for a single employer on 
some portion of each of twenty-four 
days either during a calendar quar- 
ter or during the preceding cal- 
endar quarter. In this way an 
individual could work the required 
twenty-four days in one quarter 
and yet thereby obtain two quarters 
of coverage, provided he received 
wage payments amounting to $50 
in the second quarter also. It is not 
necessary for the employee to be 
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employed full time on the twenty- 
four days. The cash test refers to 
the amount actually paid during 
the quarter rather than the amount 
earned. 

Employers of domestics covered 
by the Act will be required to file 
quarterly reports of wages paid 
The first reports will be due April 
30, 1951. Reports for subsequent 
quarters will be due on the last of 
the month following the end of the 
calendar quarter. Families having 
business employees will be allowed 
to add household employees to their 
regular returns (Form 941). 


Casual Employees: Under the old 
law all casual labor not in the course 
of the employer’s trade or business 
was excluded from coverage. The 
1950 Act changed this rule. Effec- 
tive January 1, 1951 service not in 
the course of the employer’s trade 
or business is covered if the em- 
ployee is regularly employed and 
receives $50 or more in cash during 
the quarter. The regularity test is 
the same as that applied to domes- 
tics as described above. The cash 
test in the case of casual employees 
refers to earnings during the quarter 
as distinguished from the amount 
actually paid during the quarter. 


Nonprofit Organizations: Services 
performed for religious, charitable, 
educational or other organizations 
exempt from income taxation under 
section 101(6) of the Code were 
formerly excluded from coverage. 
The 1950 Act amendments give the 


employee a right of election to be 
covered if the employer agrees to 
pay his share of the contribution. 
This election must be made by at 
least two-thirds of the employees of 
the organization. The right of 
election ceases once it is exercised 
and becomes effective and all quali- 
fying employees taken on there- 
after are required to be included. 
The organization itself may ter- 
minate the coverage by giving a 
two-year notice of termination, but 
such notice may not be given until 
a period of eight years of coverage 
has elapsed. In any event, service 
performed by an individual for any 
tax-exempt organization will not be 
covered in any quarter in which the 
remuneration for the service is less 
than $50. A minister of the church 
is specifically excluded from cover- 
age. 

American Employer: An Ameri- 
can citizen working outside the 
United States for a United States 
employer will be covered by the 
Act effective January 1, 1951. An 
American employer includes: (1) an 
individual who is a resident of the 
United States, (2) a partnership, if 
two-thirds or more of the partners 
are residents of the United States, 
(3) a trust if all the trustees are 
residents of the United States, 
(4) a corporation organized under 
the laws of the United States or 
any state, (5) the Federal govern- 
ment or its instrumentalities, or 
(6) any state or political sub- 
division thereof. 
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WAGES SUBJECT TO TAX 


Beginning in 1951 the amount of 
remuneration includible as wages 
for social security purposes is lim- 
ited to $3,600 during a calendar 
year. Prior to 1951 the limit is 
$3,000. However, the $3,000 lim- 
itation in the case of wages subject 
to the Federal Unemployment Tax 
Act continues unchanged. 


Tax on Successor Employers: In 
applying the $3,000 wage limitation 
test under the old law the Bureau of 
Internal Revenue took the position 
that wherever there was a change in 
form of the taxable entity of the 
employer a new start was required 
in computing the first $3,000 of 
wages subject to both the social 
security and unemployment tax. 
This was the case where a new cor- 
porate body was formed through a 
consolidation or merger. The 1950 
Act prevents this duplication of tax 
where the change is substantially 
one of form rather than one of sub- 
stance. Under the 1950 Act re- 
muneration with respect to employ- 
ment paid to an employee by the 
predecessor during the calendar 
year in which the acquisition occurs 
is attributed to the successor in de- 
termining the amount of wages 
subject to tax ($3,600 for social 
security and $3,000 for unemploy- 
ment). 


Exclusions from Wages: The rule 
with respect to taxability for social 
security and unemployment tax 
purposes of employee welfare bene- 


fits was also modified. After 1950 
payments made to, or on behalf of 
an employee or any of his de- 
pendents, under any established 
plan on account of (1) retirement, 
(2) sickness or accident disability, 
(3) medical or hospitalization ex- 
penses, or (4) death, are excluded 
from wages. The old law made no 
provision for excluding payments 
of this type made to, or on behalf of 
dependents of employees. The ex- 
clusion under the amended law 
does not apply in the case of pay- 
ments under a plan established 
solely for the benefit of the de- 
pendents of employees. Payments 
made under an established plan 
providing for death benefits were 
not excluded from wages under the 
old law if the employee had the 
option (1) to receive during life 
any sums in lieu of death benefits, 
or (2) the right to assign the bene- 
fits. Under the new law the pro- 
hibition against such options was 
eliminated. The 1950 Act also 
excludes from wages (1) retirement 
payments, and (2) sickness or 
accident, disability or medical or 
hospitalization payments made to 
an employee after the expiration of 
six calendar months following the 
last month in which the employee 
worked for his employer; these pay- 
ments are excluded from wages 
even though they are not made 
under an established plan. Pay- 
ments to a trust or annuity plan 
exempt under Section 165 of the 
Code and standby or retirement 
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payments to employees who are 
over the age of 65 are also exempt. 

In determining wages of domestic 
and casual employees for social 
security tax purposes, payments in 
kind, i. e., other than in cash, are 
excluded. 

A change was also made with 
respect to dismissal payments not 
legally required to be made by the 
employer. After December 31, 1950 
these payments will be subject to 
the social security tax. Such pay- 
ments will also be subject to the 
Federal unemployment tax after 
December 31, 1951. 


TAXES AND REPORTING 


Changes in Tax Rates: The social 
security tax rates on both em- 
ployers and employees were 
changed. The revised rates, which 
are applicable to both employer and 
employee, are as follows: 

Calendar Years Rate of Tax 
1950-1953...... 14% 
1954-1959. ..... “4 2% 
To ccceccictansacss Bae 
1965-1969. sew oO 
1970 and thereafter........... 314% 


The tax on self-employed persons 
is at 1% times the above rates. 

Earning Statements of Employees: 
The method of furnishing receipts 
to employees of earnings for income 
tax and social security tax purposes, 
and withholdings therefrom, has 
been modified. For earnings subse- 
quent to the calendar year 1950 a 
combined statement will be used 
instead of separate statements. 


Form W-2 has been modified to 
indicate the combined data. 
Refunds: An employee, who by 
reason of having more than one em- 
ployer during a calendar year, has 
paid social security tax on more 
than $3,600 is entitled to a refund 
of the overpayment. The refund 
may be obtained by filing Form 843 
within two years after the close of 
the calendar year in which the 
wages were paid. In addition to the 
foregoing method, the 1950 Act 
authorizes the Commissioner of 
Internal Revenue to prescribe regu- 
lations permitting an employee to 
apply an overpayment of social 
security tax against his income tax 
liability. Such credit may not be 
claimed for any taxable year begin- 
ning prior to January 1, 1951. 


COVERAGE OF SELF-EMPLOYED 
PERSONS 


The 1950 Act, with certain ex- 
ceptions, extends social security 
coverage to self-employed individ- 
uals. These exceptions comprise 
farmers and members of specified 
professions, including physicians, 
lawyers, professional engineers and 
public accountants. 

For taxable years commencing 
after December 31, 1950 self-em- 
ployed persons residing in the 
United States who are covered by 
the Social Security Act and who 
receive annual self-employment in- 
come of $400 or more are subject to 
tax on the first $3,600 of such in- 
come. The rate of tax is one and 
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one-half times the employer-em- 
ployee rate as listed above. For 
taxable years beginning after De- 
cember 31, 1950 and before January 
1, 1954 the self-employment rate 
will, therefore, be 214%. 

Self-Employment Income: Self- 
employment income is the aggre- 
gate of earnings from self-employ- 
ment. The income subject to tax 
does not include that part of the 
net earnings from self-employment 
which is in excess of (A) $3,600, 
minus (B) the amount of wages 
(subject to social security tax) paid 
to the individual during the taxable 
year. Thus the $3,600 limitation is 
reduced by the amount of wages 
received during the taxable year 
which are subject to the social 
security tax. 

Self-employment earnings, with 
certain adjustments and limitations, 
include gross income from any trade 
or business carried on by an in- 
dividual less the deductions allowed 
in computing net income for income 
tax purposes, and the distributive 
share of the ordinary net income or 
loss for income tax purposes from 
any partnership of which the in- 
dividual is a member. Where an 
individual has income or losses from 
more than one trade, business, or 
partnership, losses therefrom will 
serve to reduce the income from 
such other sources. 

With respect to income from a 
trade or business which is subject 
to community property laws such 
income is attributed to the husband 


unless the wife exercises substan- 
tially all of the management and 
control of such trade or business, in 
which case all of such income is 
attributed to the wife. In the case 
of partnership income or loss sub- 
ject to community property laws 
all of such income or loss is at- 
tributed to the partner and none 
to the spouse. 

Income Exclusions: In arriving at 
income subject to the self-employ- 
ment tax the following items are 
excluded: (1) Rentals from real 
estate and deductions attributable 
thereto except in the case of a real 
estate dealer, (2) income and related 
expenses of a business which if car- 
ried on by employees the major 
portion of the services would consti- 
tute agricultural labor as defined by 
the Social Security Act, (3) divi- 
dends and interest on securities 
except in the case of dealers in 
securities, (4) capital gains and 
losses and gains and losses under 
section 117(j) of the Code, and 
(5) the deduction for operating 
losses under section 23(s) of the 
Code. Section 117(j) of the Code 
deals with the involuntary con- 
version or sale or exchange of 
property used in a trade or business, 
which does not ordinarily fall within 
the statutory definition of “‘capital 
assets.” 

Payment of Tax and Filing Re- 
turns: The tax on self-employment 
income will be handled in all par- 
ticulars as a part of the income 
tax, and such income will be 
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reported on the individual’s income 
tax return. The tax on self- 
employment is not required to be 
paid in advance of the date pre- 
scribed for final payment of income 
taxes. Thus the tax for 1951, the 
initial year of coverage, will not be 
payable until March 15, 1952 for 
individuals reporting on a calendar 
year basis. 


OLD-AGE AND SURVIVORS’ 
BENEFITS 

The amount of benefits payable 
to a worker is called his “‘primary 
insurance amount.” Supplemen- 
tary benefits payable to the worker’s 
dependents or, in the event of his 
death, to his survivors are com- 
puted with reference to the worker’s 
primary insurance amount. For 
example a wife’s benefit is one-half 
of her husband’s primary insurance 
amount and a widow’s benefit is 
three-quarters of the primary insur- 
ance amount of her deceased hus- 
band. 

The present law lays down two 
methods to be used in determining 
a worker’s primary insurance 
amount; the “new start’? method 
and the “old law’? method. If the 
worker is eligible to use both 
methods the one is used which will 
produce the greater benefits. 

Primary Insurance Amount Under 
“‘New Start’? Method: In order to 
use the new start method the in- 
dividual must. have at least six 
quarters of coverage after 1950. 
Under this method the primary in- 


surance amount is 50 per cent of the 
first $100 of average monthly wage 
(except that where the average 
monthly wage is between $31.00 
and $49.00 the primary insurance 
amount is at a somewhat higher 
rate) and 15 per cent of the next 
$200.00 of such average wage. 
Where the average wage is $30.00 
or less the primary insurance 
amount is $20.00. The average 
monthly wage in this instance is 
computed on the basis of wages 
earned after December 31, 1950. 
The 1950 Act did not change the 
basic method of computing the 
average monthly wage. Thus an 
individual who reaches the age of 
65 and retires in 1953, and receives 
subsequent to 1950 an average 
monthly wage or income from self- 
employment of at least $300 to 
retirement age, will have a primary 
insurance amount of $80.00 com- 
puted as follows: 


(1) Average monthly wage... $300 


(2) Primary insurance amount: 
50 per cent of first $100 $50 
15 per cent of $200 
(amount in item (1) 
in excess of $100).... 30 $ 80 


The wife of such individual upon 
attaining the age of 65 would be 
entitled to monthly benefits equal 
to one-half of the primary insurance 
amount of her husband or $40 a 
month. 

Primary Insurance Amount under 
“Old Law’’ Method: Under the old 
law method the primary insurance 
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amount is computed under the law 
prior to the 1950 amendments and 
then increased by reference to a 
conversion table included in the 
amendments. Benefits computed 
under this method vary from a 
minimum of $20.00 to a maximum 
of $68.50 per month; on the average 
benefits are 7714 per cent greater 
than those payable under the prior 
law. Under the prior law the 
worker’s benefit was an amount 
equal to the sum of (1) 40 per cent 
of the first $50 of average monthly 
wage, (2) 10 per cent of the next 
$200, and (3) 1 per cent of (1) and 
(2) for each year of coverage. The 
1950 Act Amendments limit these 
1 per cent increments to years pre- 
ceding 1951. 

Take the previous illustration for 
purposes of comparison and assume 
the worker, who will reach age 65 in 
1953, had complete coverage since 
the Social Security law first became 
effective, and that his average 
monthly wage prior to 1951 was 
also at least $300 (the maximum 
during that period was $250). His 
primary insurance amount under 
the old law method would be $68.50, 
computed as follows: 











40% of first $50)....050....0..5... FORO 
107 OF NEE S200... 5. ocsincccccs 20.00 

40.00 
14% (14 years* at 1%) of $40.... 5.60 
Primary amount under old law.... $45.60 
Conversion table equivalent...... $68.50 


*Maximum effective period of old law, 
1937-1950, inclusive. 


Obviously the worker’s primary 
benefit in this case would be calcu- 
lated under the new start method 
which would produce $80.00 per 
month in place of $68.50 under the 
old law method. 

There are two types of situations 
to which the old law method neces- 
sarily applies, provided the status 
of the person does not change, 
(1) where a person is presently 
receiving benefits, and (2) where an 
individual who otherwise is fully 
covered but who does not have the 
required minimum six quarters of 
coverage after 1950 to qualify under 
the new start method. 

A case of the second type would 
be where an individual retired after 
1950 but had less than the necessary 
six quarters of coverage after De- 
cember 31, 1950. 

There is also a group of individu- 
als who are fully insured under the 
Act by reason of having 40 quarters 
but who will not have the mini- 
mum of six quarters after 1950. For 
example, an individual may have 
worked as an employee of a profes- 
sional partnership from 1937 to1946 
and then have become a member of 
the partnership. The individual is 
fully covered since he has 40 quar- 
ters of coverage but he would not 
have any coverage after becoming a 
member of the professional partner- 
ship (provided, of course, the pro- 
fession is of the type excluded from 
social security coverage). Such an 
individual’s benefits would be com- 
puted under the old law method. 
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As already stated the primary 
insurance amount of an individual 
will be computed under the old law 
method if the use of such method 
yields a higher amount than under 
the new start method. This situ- 
ation may occur where an individual 
had a high level of earnings from 
1937 to 1950 and a low level of 
earnings after 1950. 

Types of Benefits: The Social Se- 
curity Act as Amended provides 
three types of benefits: (1) retire- 
ment benefits, (2) survivors’ bene- 
fits and (3) lump-sum death bene- 
fits. The amounts payable under 
each classification are dependent 
upon the primary insurance amount 
of the worker. Such payments are 
further conditioned on the worker’s 
being fully or currently insured, de- 
pending upon the type of benefit. 
However, in no event are benefits 
payable unless an application for 
benefits is filed. 

Fully Insured: An individual is 
fully insured if he has quarters of 
coverage equal in number to one- 
half the number of quarters elapsed 
(a) after 1950 (or after the quarter 
in which he became 21, if later), 
and (b) before the earlier of age 65 
or death. An individual is also 
fully insured if he has 40 quarters 
of coverage. The minimum cover- 
age requirement is six quarters. 
Quarters of coverage earned at any 
time after 1936 count toward meet- 
ing the requirement, including 
those earned after the worker 
attains age 65. A quarter of cover- 





age is acquired if the individual 
has at least $50 of taxable wages 
or $100 of taxable self-employment 
income for a calendar quarter. 
Thus, in the case of an individual 
now 65 or over he will be fully 
insured if he now has six quarters 
of coverage; if he has never worked 
in covered employment he can 
become fully insured by working 
six quarters. 

Currently Insured: To be cur- 
rently insured a worker must have 
at least six quarters of coverage 
during the 13 quarters ending with 
the quarterly period in which he 
dies or becomes entitled to benefits. 

Retirement Benefits: Retirement 
benefits are of four types: (1) pri- 
mary benefit of retired worker, 
(2) wife’s benefits, (3) husband’s 
benefits and (4) child’s benefits; 
the benefits are payable only when 
the worker is fully insured. In the 
case of the husband’s benefits the 
worker (his wife) must in addition 
be currently insured. The worker’s 
retirement benefit is equal to his 
primary insurance amount. A 
husband’s, wife’s and child’s benefit 
in each instance is equal to 50 per 
cent of the worker’s benefit. 

The maximum monthly benefits 
payable upon one worker’s wages 
and self-employment income may 
not exceed $150, or 80 per cent 
of the average monthly wage which- 
ever is less. In no event can the 
maximum limitation be used to 
reduce the total benefits payable 
to the family to less than $40. 
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Retirement benefits are payable 
to the wife of a retired worker 
when: (1) she was living with her 
husband at the time of filing the 
application; (2) she has reached 
the age of 65 or if under 65 she has 
in her care, at the time of filing the 
application, a child entitled to a 
child’s insurance benefit on the 
basis of the wages and self-employ- 
ment income of her husband; (3) 
she is not entitled to benefits 
based on her own earnings equal to 
or greater than the amount she 
would be entitled to as the wife 
of the worker; and (4) neither she 
nor her husband earn in excess of 
$50 per month in covered employ- 
ment (upon the attainment of age 
75 this limitation on earnings is 
not applicable). If the wife quali- 
fies in her own right to benefits as 
a result of her being fully insured 
she will be entitled to such benefits 
computed on her own primary 
insurance amount provided they 
would be greater than the amount 
she would otherwise receive as the 
wife of the retired worker. 

Under the 1950 Act dependent 
husbands as such are, for the 
first time, entitled to benefits. A 
husband of a retired worker is 
entitled to a husband’s benefit if 
he has attained age 65 and has 
been living with his wife at the 
time of filing the application pro- 
vided he meets the following tests: 
(1) he has been receiving at least 
one-half of his support from his 
wife at the time she became en- 


titled to benefits, (2) he is not 
entitled to benefits based on his 
own earnings equal to or greater 
than an amount he would receive 
as a dependent husband of the 
worker, and (3) neither he nor his 
wife earn in excess of $50 in 
covered employment (upon attain- 
ment of age 75 this limitation on 
earnings is removed). 

Requirements for eligibility for 
husband’s benefits are more strict 
than those applying to a wife’s 
benefits: the husband must be 
dependent on his wife and secondly, 
his wife must be both currently and 
fully insured. 

Where benefits are received by 
a worker, benefits are also payable 
with respect to the child of the 
retired worker (including stepchild 
or adopted child) provided: (1) the 
child is unmarried and under 18, 
and is dependent on the retired 
worker, and (2) neither the retired 
worker nor the child earn in excess 
of $50 per month in covered em- 
ployment (as to the earnings of the 
worker this limitation is not applic- 
able after attainment of age 75). 

Survivors’ Benefits: Monthly 
benefits are payable to certain 
survivors of the deceased worker, 
who met the insured status require- 
ments at the time of his death, 
provided such survivor does not 
earn $50 or more a month in 
covered employment and meets 
the other requirements specified 
below. Upon the attainment of age 
75 the wage limitation is not 
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applicable. Death benefits are of 
five types: (1) widow’s benefits, 
(2) mother’s benefits, (3) widower’s 
benefits, (4) child’s benefits, and 
(5) parents’ benefits. The amount 
of benefits in each case is 75 per 
cent of the deceased worker’s pri- 
mary insurance amount, except in 
the case where the deceased left 
more than one unmarried child 
meeting the requirements of the 
preceding paragraph. In that 
event, each such child’s benefit is 
computed as follows: one-half of 
the worker’s primary insurance 
amount, plus one-quarter of the 
primary insurance amount divided 
by the number of qualifying chil- 
dren. 

The limitations on the maximum 
family benefits are the same as 
those mentioned above pertaining 
to retirement benefits. Thus as- 
suming that a fully insured worker, 
who had an average monthly wage 
of $300, died leaving a wife and two 
unmarried children under age 18 
the aggregate computed benefits 
would be $160, but would be 
limited to the maximum family 
benefits of $150 per month. 

Various tests have to be met by 
the five categories of survivors in 
order to qualify for benefits. Among 
these requirements as to widows 
and widowers, are that the survivor 
(1) has reached age 65, and (2) has 
not remarried since the death of 
the worker, and (3) was living with 
spouse at the time of the latter’s 
death, and (4) had a son or daugh- 


ter, or had legally adopted a child 
under eighteen years of age, while 
married to the deceased worker, 
or was married to the deceased 
worker for not less than one year 
immediately prior to his or her 
death. A widower must also prove 
that he was receiving at least one- 
half of his support from his wife. 
A mother differs from a widow only 
to the extent that she does not 
have to meet an age requirement, 
and that she has in her care a child 
of the deceased worker entitled to 
a child’s benefits, as described 
above under “Retirement Bene- 
fits.” When a fully insured indi- 
vidual dies and leaves no widow, 
widower or dependent children 
entitled to benefits, each parent of 
such individual, becomes entitled 
to receive a parent's insurance 
benefit. Stepparents and adopted 
parents may also qualify under 
certain circumstances. The benefit 
is payable where such parent: (1) 
has reached age 65, (2) has not 
remarried since the worker died, 
and (3) was receiving at least 
one-half of his support from the 
worker at the time of the worker’s 
death. 

In all of the foregoing categories 
survivors are entitled to primary 
benefits based on their own records 
in covered employment if such 
benefits exceed the survivorship 
benefits. 

The prerequisite to obtaining 
benefits in every case is the filing 
(Continued on page 30) 
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The Lybrand Awards for Cost 
Accounting Literature 


At the Annual Cost Conference 
held by the N. A. C. A. in New 
York in June, 1950, the first 
Lybrand Annual Awards for Cost 
Accounting Literatures were pre- 
sented. The N. A. C. A. Bulletin 
reported this event as follows: 


The Lybrand Award Gold Medal was 
awarded S. D. Flinn as author of an article 
on the “‘Administration of a Large Ac- 
counting Department,” bringing together 
an unusual analysis of the problems of 
administration rising solely from the man- 
agement of a large industrial accounting 
department. 

Brooks Heckert was honored with the 
Lybrand Award Silver Medal for his out- 
standing article, ‘‘Coverage and Cost 
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Provisions of the Robinson-Patman Act,” 
which appeared in the November 1949 
issue of the N. A. C. A. Bulletin. 


Co-members of the Medal Award Com- 
mittee with Professor Sanders were Martin 
A. Moore, Controller of Hyatt Bearings 
Division, General Motors Corp., Har- 
rison, N. J.; and William E. Perry, Con- 
troller of the Scranton Lace Co., Scranton, 
Pa. 

The chapters and members honored by the 
1949-50 certificates of merit follow: 

Anniston—Murphy Cole. 
Baltimore—Granville F. Atkinson. 
Birmingham—D. R. Clements. 
Chicago—S. D. Flinn. 
Cleveland—Robert A. Lowe. 
Columbus—J. Brooks Heckert. 
Denver—Vinton S. Curry. 
Des Moines—S. Payson Hall. 
Detroit—E. B. Rickard. 
Fall River—George A. Rawcliffe. 
Hartford—Gordon P. Cushman. 
Houston—W. L. McKinnon. 
Lancaster—I. Wayne Keller. 
Los Angeles—C. E. Nicholson. 
Newark—James F. Merrick. 
New Orleans—George T. Plunkett. 
New York—John B. Inglis. 
N. Wisconsin—Norman A. Coan. 
Paterson—B. H. Disbrow and John 
B. Van Haelen (joint authorship). 
Pittsburgh—T. E. Hauser. 
Richmond—John S. Rennolds. 
St. Louis—E. W. Jackels. 
Springfield—Irving C. Barnes. 
Syracuse—Thomas B. Torian. 
Youngstown—Norman F. Yount. 

The gold and silver medals and twenty-five 
certificates of merit which were awarded 
for the current year following the medal 
presentations, are being provided annu- 
ally by the partners of the firm of Ly- 

brand, Ross Bros. & Montgomery in 

recognition of the thirty-one years of 
service of William M. Lybrand on behalf 
of N. A. C. A. and of his interest in en- 
couraging the preparation of significant 


contributions to industrial accounting 
literature. 


Mr. Lybrand is a charter member of N. A, 
C. A., having served as one of the original 
thirty-seven organizers in 1919 and as its 
second President from 1920 to 1922. 


Adam Averell Ross Prizes 


The prizes in Accounting at the 
University of Pennsylvania, pro- 
vided for several years ago by Mr. 
T. Edward Ross in memory of his 
brother for honor students in the 
Wharton School of Finance & 
Commerce at that University, were 
awarded to the following students 
at the Commencement Exercises 
on June 14th: 

The prize to the graduating senior who 
showed the most promise in the field of 
accounting was awarded to Charles Brumm 
Helms, Jr., 7827 Woolston Avenue, Phila- 
delphia. 

The prize to the student who majored 
in accounting in the Graduate Division of 
the Wharton School was presented to Nels 
E. Scheel, Orangeville, Ohio, for his thesis 
entitled, “Income Tax Problems of 
Farmers.” 


Montgomery Prize 


The Montgomery Prize, awarded 
to the member of the graduating 
class of the School of Business of 
Columbia University who has spe- 
cialized in accounting and who is 
deemed by the staff of the School 
to be the most proficient in all 
courses, was received for 1950 by 
Walter A. Lack, Westwood, N. J. 
This prize was established by 
Colonel Montgomery in 1916. 
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Boston Office 


The annual outing of the Boston 
office was held on Monday, June 
19, at the New Ocean House at 
Swampscott, with golf at the near- 
by Tedesco Country Club. 

There were twenty-five golfers 
competing for prizes in three events. 
First prizes went to Mr. R. H. 
Tracy (kickers’ handicap), Mr. D. 
O. Wardwell (putting) and Mr. 
W. J. L. Lynch (hand mashie 
special). Tennis prizes were won 
by Mr. E. A. Parigian and Mr. 
H. F. Best (men’s doubles), Mrs. 
H. F. Best and Mr. F. E. Moore 
(mixed doubles) and Mr. R. R. 
Stebbins (men’s singles). There 
were 157 people (partners, staff and 
guests) at dinner, with music 
for dancing provided by Herbie 
Sulkin’s orchestra. 

Mr. Roscoe E. Irving received 
the highest grade in the Massachu- 
setts C. P. A. examination given in 
November, and was awarded the 
Gold Medal of the Massachusetts 
Society of Certified Public Ac- 
countants at the April meeting of 
the Society. 

Massachusetts C. P. A. Certifi- 
cates have been received by: 

Robert P. Beach 

Edward F. Gibbons 

Edward F. Hennessy 

James Neely, Jr. 
John J. Tolan 





Notes 





Mr. Perry was Chairman of the 
Housing Committee for the Sixty- 
third Annual Meeting of the 
American Institute of Accountants 
held in Boston, October 2-5. Mr. 
Harvey served as Chairman of the 
Committee on Technical Sessions. 
Mr. Francis E. Moore was Chair- 
man, and Mr. Sydney B. Heywood 
Associate Chairman, of the Re- 
ception Committee for Sunday 
afternoon. Mr. Joseph B. Fyffe 
served on the Banquet Committee. 

Mr. James K. Sanborn has been 
appointed a Member of the Com- 
mittee on Accounting and Auditing 
Procedure of the Massachusetts 
Society of Certified Public Ac- 
countants. Mr. Sanborn also has 
been made a Member of the School 
Building Committee for the Town 
of Needham. 

Mr. Francis E. Moore is serving 
as the 1950-1951 Director in Charge 
of Program for the Boston Chapter 
of the National Association of Cost 
Accountants. 

Mr. Marshal Fabyan, Jr. has 
recently been elected Director of 
the Manchester Taxpayers’ Asso- 
ciation, and also is a Trustee of 
the Boys’ Camp. 

Mr. Robert P. Beach has been 
elected Treasurer of the Natick 
Republican Town Committee, and 
Treasurer and Member of the 
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Board of Directors of the East 
Natick Men’s Club. 


Chicago Office 


Mr. J. Edward Burke is now 
associated with Messrs. Miller and 
Hawes as a resident partner in the 
Chicago office, having transferred 
from the New York office on July 
1, 1950. Mr. Burke joined the New 
York staff in 1929; he served with 
the Budget and Fiscal office of the 
Army Air Force from April, 1943 
to December, 1945 and attained 
the rank of Major. He was made 
a partner in 1948. Mr. Burke’s 
ability, we are sure, will add to 
the service which the Chicago office 
gives to its clients. 

Mr. Clarence W. Schelb made a 
hole-in-one on the 155-yard No. 2 
water hole at Medinah Country 
Club on Saturday, July 1, 1950. 
This is not Mr. Schelb’s first 
entrance to the golf hall of fame, 
having made his first hole-in-one 
on August 1, 1928 at Edgewater 
Country Club. 

Mr. Hawes has been reappointed 
for another term on the Advisory 
Committee of the College of Com- 
merce of the University of Illinois. 
He recently attended a two-day 
session of the committee at the 
University’s Allerton Park, Monti- 
cello, Illinois. 

The following are currently 
serving on Committees of the 
Illinois Society of Certified Public 
Accountants: 


Homer L. Miller, Vice-Chairman, Pro- 
fessional Ethics 

H. C. Hawes, Chairman, Education 

Julian O. Phelps, Taxation 

W. D. Hawes, New Members 

Carl W. Lutz, Legislation (Vice-Chair- 
man), and Governmental Accounting 


Detroit Office 


As a result of the May, 1950 
examinations in Michigan, the fol- 
lowing members of the Detroit 
office staff have obtained degrees 
or certificates as follows: 

Certified Public Accountants: 

Jack W. Kennedy 
Arthur E. Pufford 
Arnold E. Raether 
Certificate of Examination: 
Karl M. George 
Earl W. Reynolds 
William R. Richards 
Harry I. Sullivan 


Louisville Office 


Mr. J. Wesley Huss has been 
elected a Director and Second Vice 
President of the Kentucky Society 
of Certified Public Accountants 
for the fiscal year beginning July 
1, 1950. 

The following staff members have 
been appointed to committees of 
the Society: 

Accounting and Auditing Procedure: 

Mr. J. Wesley Huss, Chairman 

Education: 

Mr. J. Martin Conder 

Cooperation with Bankers: 

Mr. Halloran, Chairman 

Entertainment: 

Mr. Harold W. Glore 
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Constitution and By-Laws: 
Mr. Louis S. Sorbo 


Publications: 
Mr. Louis S. Sorbo 


Nominations: 
Mr. Halloran 


Messrs. J. Martin Conder and 
Gaylord C. Hall, Jr. have been 
elected to membership in the Ameri- 
can Institute of Accountants. 

Mr. Curtis J. French has ob- 
tained his Kentucky C. P. A. 
certificate. 


Los Angeles Office 


The following staff members were 
successful in passing the May, 1950 
C. P. A. examinations in California, 
and will receive their C. P. A. 
certificates in due course: 

Rudolph L. Gradishar 


Harry Dean Burge 
A. Leroy Frye 


The Graduate Study Seminar in 
Accounting held at Claremont 
Men’s College, Claremont, Cali- 
fornia, on July 14 to 17, was 
attended by Messrs. Bowles, 
Warner and McCosker of this office. 
Mr. Jennings took a leading part 
in the conference as a speaker. 

Mr. Herbert G. Bowles was 
elected a Director for two years 
of the California Society of Certi- 
fied Public Accountants. 

Mr. Warner and Mr. E. B. 
Cassidy are serving as committee 
chairmen of the Los Angeles Chap- 
ter, California Society of Certified 
Public Accountants. 


Mr. C. A. Pearson served as a 
tax panel member on the program 
of the annual meeting of the 
California Society of Certified 
Public Accountants in San Fran- 
cisco in June. 

Mr. J. F. Falls is a committee 
chairman of the Los Angeles Chap- 
ter, Institute of Internal Auditors, 
Inc. Mr. R. A. Bottenfield is also 
serving on a committee of this 
organization. 


New York Office 

Mr. Jennings was a principal 
speaker at the Graduate Study 
Seminar in Accounting, Claremont 
Men’s College, Claremont, Cali- 
fornia, July i4 to 17, 1950. His 
subject was “The Significance of 
Internal Control to the Indepen- 
dent Public Accountant.” 

Mr. A. R. Kassander continues 
as a member of the Research Com- 
mittee of the N. A. C. A. for 1950- 
51. He also was a member of the 
Sunday Reception Committee at 
the 51st Annual International Cost 
Conference in New York. Mr. T. 
R. Pleim is on the Membership 
Committee of the N. A. C. A. 

Staff members who are now 
eligible to receive their New York 
C. P. A. certificates are: 

Norman E. Auerbach 
James T. Casserly 
Joseph W. Dodwell 
William R. Ehlert 
Walter S. Gee, Jr. 

S. Warner Pach 
Lambert H. Spronck 
Roy H. Webster 
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Messrs. Gilbert J. Barker, Austin 
G. Jones, and Carl J. Simon have 
been elected members of The New 
York State Society of Certified 
Public Accountants. 

Miss Margaret White, of the 
office staff, was elected Secretary 
of the New York Chapter of the 
American Society of Women Ac- 
countants. She also served on the 
Hospitality Committee for the Na- 
tional Convention held in New 
York, Sept. 29-Oct. 1. 


Philadelphia Office 


The annual Stag Outing of the 
Philadelphia Office was held on 
Monday, May 22, 1950, at the 
Tavistock Country Club, Haddon- 
field, N. J., through the courtesy 
of Mr. Hood. 

Those present numbered approxi- 
mately 210, including 14 guests 
from other offices and about 30 
former members of the Philadelphia 
staff. 

Golf, as usual, attracted the 
largest contingent of the “‘out-door 
men.’ Devotees of soft ball, volley 
ball, horseshoes and_ kibitzing, 
while less numerous, were more 
vocal. 

A few of the sturdier athletes, 
including Mr. Jennings of the New 
York Office, were “‘two (or more) 
letter men,” combining golf with 
soft ball or other activities. 

The dinner, which featured 
‘spirited’ singing to the accom- 
paniment of some hot licks by 


‘ 


Herman C. Heiser, guest pianist, 
and the mellow strains of the saxo- 
phone of Mr. Mahon, was followed 
by the usual distribution of the 
“oot,’’ inaccurately referred to in 
the program as the award of prizes. 

The distribution of prizes was 
ably conducted by Mr. Schweitzer 
as Master of Ceremonies, under 
the critical supervision of Messrs. 
Hood and Sinclair, and resulted in 
the presentation of prizes to prac- 
tically everyone in attendance! 
The most sought after prize, The 
Drabenstadt Cup, was awarded to 
Mr. William B. Keast for his low 
net golf score of 74 (97—23). The 
other main golf prizes were Low 
Gross Score 82—Mr. Britton H. 
Miller; and the 18-hole Putting 
Contest, won by Mr. Ross with a 
score of 33. 

The low eight gross scorers for 
The Drabenstadt Cup are auto- 
matically eligible to compete at 
match play for the Adam Averell 
Ross Golf Memorial Trophy, pre- 
sented by Mr. Ross in 1938 for 
annual competition. 


Mr. Frederick Martin has ac- 
cepted the Chairmanship of the 
Auditing Committee of the renamed 
United Fund for 1951, and he is 
also a member of the Finance 
Committee of the Fund. 

Mr. Hewitt will again serve as 
Vice-Chairman of the Accountants’ 
Group of the Fund. 

Mr. Anthony J. Dilenno, of the 
Tax Department, has become a 
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Certified Instructor of the Dale organization have been appointed 
Carnegie Course in Public Speaking. to the following positions or com- 
Members of our Philadelphia mittees for the year 1950-1951: 


PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 


Vice-President. . ” Eels CRIES RE eer o reads estes aeae ....George A. Hewitt 
Editor of ‘““The Spokesman” Re eae Pee ee ee . Glenn O. Petty 


Professional Ethics......... 


Ce en ee eee =: errerrrrre © er: 


EO EET ER cen ae , ..........John L. Moneta 
INI a5 5o) Ora on ars ceucioln ace des ales Se rss ee RPE rR hs Harry C. Zug 
Advisory Committee 2 of Past Presidents Bass eae Pea re heal T. Edward Ross 

Joseph M. Pugh 
Advisory Committee on Arrangements for Annual Meeting. ........John L. Moneta* 
pI WERE TI I oo 8 oc oes oes 0h, arse ww oh. 01% 0 co.018 0's ale aS James J. Mahon, Jr.* 
Commonwealth Government Accounting.................. ccc eee e neces Carl H. Zipf 
Cooperation with Citizens’ Committee for the Hoover Cc ommission Report. .Harry C. Zug 
Institute Offices, Personnel & Procedures............ : ES ea George A. Hewitt* 

PHILADELPHIA CHAPTER OF PENNSYLVANIA INSTITUTE 

Secretary...... Bors Oia occ rok gt eee I at thee (a asinine Harry C. Zug 
Executive Committee... en RP ee PRE ee SORT? aaah .....James J. Mahon, Jr. 


John L. Moneta 


General Meetings................. 

Accounting Study Meetings......... 
nh COE TOUS 5c swine he oon vica eos bac edaes 
Accounting Systems Study... 
American Institute Bulletins 
RIF ER ee ee Laisa ereet 
Pennsylvania Insurance Accounting 
Pennsylvania Banking Accounting................. 
Pennsylvania Utilities Accounting......... 


pasduieatesm ten Edward P. Mullen 
Sarat Seas Haare Caen Thomas P. Handwerk 
Se tesa ieee eee James E. Gelbert* 
ET ALS Rotter BG vad da Grn PAT Cyril P. Gamber f 
er ee Glenn O. Petty 

be ae eee Harry C. Schmidt 
Bai, ls a wis ec ars easton a oti res Gene eee Philip J. Taylor* 
eT Leon Daniels 
ese, ye Gustave F. Schweitzer* 
M. Dean Matthews 
Pennsylvania Governmental Accounting.... paren cea ean Fillmore R. Bloomburg 
Relations with Other Organizations. ................. ise Pic Batre John L. Moneta* 
PICOGMOOD TRIOS 5 nooo asec sci e pace cesceaseus Seer 
Nominations 


5 en ere tnd tte he PRET eee te Nee eRe te enter eee SF 1 George A. Hewitt 


PHILADELPHIA CHAPTER 
NATIONAL ASSOCIATION OF Cost ACCOUNTANTS 


NNR AD RTI Soy a Sean Sas © vanglohe las, tres Secreta ache Cyril P. Gamber 
PTI 5 FoF col agers re Anas Seana chor oes coca teh chen eee Norman E. Miller 


(* Chairman; {+ Vice-Chairman) 
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The following members of the 
Philadelphia staff and office passed 
the 1949 C. P. A. examination of 
the Pennsylvania State Board and 
are entitled to the designation 
“~..F.AL: 

Campbell, Douglas H. 
Campbell, John H. 
Cottrell, Darl L. 
Engel, James J. 
Fukutome, Ben T. 
Habermehl, Edward F. 
Hartman, Nevin C. 
Harvey, Milton H. 
Hill, V. Harold 
Hodge, C. Gordon, Jr. 
Horne, Reber E. 
Keenan, Frank J. 
McIver, Alexander 
Mitchell, Miss Catharine 
Mutzel, Kenneth J. 
Somers, Alfred J. 
Zambelli, Gino V. 


Pittsburgh Office 


Mr. Joseph W. Bower is now 
associated with Mr. Marsh in the 
management of the Pittsburgh 
office. Mr. Bower first joined our 
New York office staff in December, 
1936, and was sent to the St. Louis 
office in September, 1945, where 
he succeeded Mr. Warner as Mana- 
ger early in 1949. Mr. Bower’s 
experience should be of great value 
to the clients of the Pittsburgh 
office. 


Rockford Office 
Mr. Morris J. McCarthy re- 
ceived his C. P. A. certificate at 
the last Awards Dinner held by 
the Illinois Society. 


been appointed Manager of the 
St. Louis office, succeeding Mr, 
J. W. Bower, who is now at Pitts. 
burgh. Mr. Snowden joined the 
St. Louis office staff in November, 
1947, and has had a varied experi- 
ence in tax work as well as public 
and private accounting. 


Professional Activities 


McDowell attended the second 
annual graduate study conference 
sponsored by the California Society 
of C. P. A.’s held at Claremont 
College in Southern California on 
July 12, 13 and 14, at which Mr. 
Giles was a discussion leader. 


California C. P. A. Society affairs 
this year: 


C. R. Giles, President of the San Francisco 


Walter G. Draewell—legislation committee, 
William W. Davis—membership committee, 
Ben F. Hollinger—public information com- 


Louis W. Mette—taxation committee, San 


special 
regional conference of the Institute 


St. Louis Office 
Mr. Thomas J. Snowden has 


San Francisco Office 





Messrs. Giles, Hollinger, and 


The following men are active in 


Chapter and chairman of the special 
state society committee set up to co- 
operate on auditing matters with the 
Little Hoover Committee of the Cali- 
fornia State Senate. 


San Francisco Chapter. 
San Francisco Chapter. 
mittee, San Francisco Chapter. 


Francisco Chapter. 


Mr. Giles is vice-chairman of a 
committee arranging 4a 
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of Internal Auditors held in San 
Francisco on September 22 and 23. 


Mr. Giles spoke on “Auditing 
Trends” at a one-day accounting 
conference at Sacramento State 
College on May 6, and at the May 
meeting of the San Jose Chapter 
of the California Society of Certi- 
fied Public Accountants. 


Seattle Office 


Arthur B. Langlie, Governor of 
the State of Washington, has in- 
vited Mr. Robert L. Aiken to 
serve on a special Financial Re- 
sources and Development Com- 
mittee which will work with the 
Governor’s statewide Industrial 
Development Committee to pro- 
mote new and expand existing 
employment opportunities. 





Washington Office 


Mr. Richardson, chairman of the 
AIA federal tax committee, ad- 
dressed a meeting arranged by the 
Committee on Continuing Legal 
Education, in Washington, Septem- 
ber 16. This program immediately 
preceded the annual convention of 
the American and Canadian Bar 
Associations. Its purpose was to 
acquaint lawyers with financial 
affairs of business clients. 


The following members of the 
organization have been elected to 
membership in the American Insti- 
tute of Accountants: 


J. Martin Conder, Louisville 
James F. Dulin, Philadelphia 
Gaylord C. Hall, Jr., Louisville 
Alvin J. Kruchten, New York 
James F. Meredith, Jr., Philadelphia 
Walter F. Raab, Philadelphia 
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Social Security Act Amendments of 1950 


(Continued from page 20) 


of a timely application with the 
local field office of the Bureau of 
Old-Age and Survivors Insurance. 

Lump-Sum Death Benefits: Upon 
the death of a fully or currently 
insured worker a lump-sum death 
benefit is payable to the widow or 
widower of the deceased worker; 
if the decedent did not leave a 
surviving spouse the benefit is 
payable to any person or persons 
to the extent and in the proportion 
that he or they paid the burial 
expenses of the deceased. Such 
payment is in addition to the sur- 
vivors’ benefits mentioned above. 
Under the old law the payment 
was made only if no person or 
persons immediately were entitled 
to survivors’ benefits (i.e., a widow 
under age 65 who had no dependent 
child under age 18). The new law 
provides, with respect to insured 
workers who die after August 1, 


1950, that the lump-sum payment 
is equal to three times the worker’s 
primary insurance amount, which 
compares with six times under the 
old law. However, the payments 
are substantially the same in dollar 
amounts because the new law 
approximately doubles the primary 
benefit. 

Loss of Benefits: The amount the 
retired worker may earn in covered 
employment without loss of bene- 
fits was increased from $14.99 to 
$50.00 per month. The $50.00 
earnings limitation also applies in 
the case of income from self- 
employment. When a beneficiary 
is over age 75 there is no limitation. 

World War II Veterans: World 
War II veterans are granted wage 
credits of $160 for each month 
any part of which was spent in 
active military or naval service 
during World War II. 


CORDS 
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